T'aE ATTORNEY GENERAL
C OF TEXAS

AUSTIN 11, TEXAS

Hon. George A. Hight Opinion No. 0-3623

Chief Accountant Re: lLiability of the Board on bonds

Board of County and Dis- previously made eligible for partici-

trict Boad Indebtedness atlon in the county and district

Austfn, Texas Eighway fund when such bonds have de
faulted as to principal and interest

Dear 5ir:

We have your letter seiting forth certain facts andpe-
questing our opinion on the qudstion stated. The facts sare:

"A county proposes to refund an eligible issue
<. . - - -0f bonds-which are in-default. - Theé county has - -
: ‘ purchases ‘bonds of this issue at less than their par
value and have requésted the Board to credit the
~ county with the amount the Board set aside to retire
- the bonds at their maturity date. The amomt set: _
* aside being the percentage of each bond of this is-"
. . suey as determined by the Board, which was gctually |
.~expendnd in-the const:uction of a State desggnated -
highway or highways in said county.

"It is also proposed to escrow all interest cou-
pons of this issue which are in éefault and pay tham
as funds are avallable on the basis of fifty cents
on the ddllar.

Your request 1s:

"please advise this Board if the payments due hy
the State on the defaulted principal and interest of
this 1gsue he made on the basis of the actual cost

- to the county or on the basis of tha par value of
the maturities in default.™ '

Subsaction (a) of Section 6 of House Bi1l" 688 Passed b
thengityhsixth Legislature, Regular Session, 1939, reads in pa
as follows:

“All bonds, warrants or evidences of in-
debtedness heretofore issued by counties or de-
fined road districts of this Btate which mature
on or after January l, 1933, ngotfa : ;
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date and prior to Janunary 2 1939 have been
designated a part of the system of State high~
Ways8 « s+ « Whether said indebtedness 1s now
evidenced by the obligation originally issued
or by refunding obligation or both, shall be
eligible to participate i n the distribution of
the moneys coming into said County and District
Highway Fund, subject to the provisions of this
& ot3 « « o shall participate In said County and
Road District Highway Fund as of the date of the
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systems « « o (Underscoring ours) «
Subsection ¢ of Section 6 provides in parts

"It shall be the duty of the Board of County
and District Road Indebtedness « « « to ascer-
tain and determine the amouni of indebtedness
eligible uwnder the provisions of this Section
of this Act to participate in the moneys coming. .

~* into’ said County end Road Distrlét” Hig ay'Fund‘
+ « And said obligation to said amount and
exl'-ent shall be eligible for participation in
- the moneys coming into the County and Road Dis~
~trict Hyghway Find and $aid ascertainment and
-determination shall be certified to the county
- jJudge by sald Board and.all of the matured out-;
standing obligations of saild issue shall rata-:
bly have thé benefit of said participation in
sdid moneyse « « The ascertalnment and deter-
mination by the Board, after reasonable notlce
and hearing, of the amount of .county or de-
fined road district obligation eligible under
the provisions of this Act » « « shall be final
and conclusive and shall not be subject to re-
view in any other. trihunal.

Referring back to Section 1 we find this languages

“and it is hereby determined that the further
provisions of this Act constitute fair, just and
equitable compensation, repayment and reimburse-
nent to said counties and defined districts for
thelr aid and assistance to the &tate in the con-
struction of the State highways. . . And fully
discharges the legally implied obligations of the
State to compensate, repay and relmburse agencies
of the State for expenses incured at the instance .
and solicitation of the State as well as for ex-
penses incurred for the benefit of the State. . . "

The sections of House Bill 688 first above quoted con-
template full payment of that part of the expenditure which was
made on State highways, and the section last above quoted clearly
indicates that it is the intentlon of the Legislature to fully
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compensate and reimburse counties and defined road districts
for all moneys previously expended on highways constituting

a part of the State Highway System. Nowhere in the law do we
find provision ¢or sadling down the previously determined ob-
ligation of the Board iinder circumstances such as are reflected
from the facts stated in your letter.

The instant bonds appear to be eligible for participa-~
tion in a certain percentage of their par value and such ineli-
gible portion thereof is, of course, the continuing obligation
of the county. Therefore 1f the county acquires any of such
bonds at less than their par value we are inclindd to the view
that such =saving as is effected thereby should accrue to the
county and that the Board will sti1ll te obliged to pay such
porticn of the debt as it had previously determined to be eli-
gible for participation under the provisions of House Bill

88. ve think this conclusion equally applicable to the pay-
ment of defaulted coupons appurtenant to the bonds,

. ... You are-therefore agvised that in our opinion the a{ -
ment by the State should be made on the basis of the par value
of the maturities in dsfault.‘

. - 8o. 1ong as’ the methods adopted by tha county for the -
discharge of its part of the eligible obligations are legal we
think the Board is without authority to inquire into the meth- .-
ods émployed.- At the  time the bonds were made eligilble for
participation the Board set aside such funds as were contem-
plated to properly reimburse and compensate the county and such
previously determined obligation camnot be affected by a subse=-
quentddiminishing of the county's portion of the bonds.

Trusting that the foregoing fully answars your 1nqu1ry,

we are

Yours very truly
APPROVED JUL 25 l9h1 ETTDRNEY GENERAL OF TEXAS
/s/ Grover. Sellers By /s/ Clarence E. Crowe
FIRST ASSISTANT Clarence E. Crowe, Assistant
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